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Uniform Accounting for Retail Coal and Lumber
Trade*
By Robert S. Pasley

The business problems and difficulties of the retail dealers and
particularly his prices are of vital interest to most of us in these
days of the diminishing purchasing power of the dollar. It is true
that when the retailer acquires the special commodity he handles,
it already carries a heavy burden made up of all the costs and
all the profits of all who have dealt in it before. He completes
the magic process by adding his costs and his profit and then
courageously breaks the news of the selling price to the ultimate
consumer. It can be seen, then, that, if the costs and percentage
of profit calculated by the retail dealer are erroneous, the con
sumer suffers. This is so whether the resultant price is too high
or too low. If too high, the dealer is profiteering at our expense.
If too low, the dealer, and possibly his creditors, make a loss
which has to be made up somehow. When a loss has to be made
up somehow the consumer usually pays the bill.
The average man realizes that the price of an article to him
in addition to its cost of production should carry a proper per
centage of profit to recompense all who have had a part in the
bringing of that article to his doorstep. He becomes incensed,
however, if he has reason to believe that the price of that particu
lar article has been fixed by guesswork; for experience has taught
him that in a guessing contest on the part of others he will be
the loser. It is obvious, then, that anything which will serve to
increase the accuracy of the retailer’s knowledge of his business,
upon which he bases his selling price, will help the retailer and will
please the dealer’s customers. I believe it is almost self-evident
that accounting along uniform lines, by any branch of industry,
is a step forward in the ascertainment of accurate costs—and
accurate costs should be the groundwork of a reasonable selling
price.
I am moved to treat particularly, in this article, of the retail
*A thesis presented at the November, 1919, examinations of the American Institute
of Accountants.
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coal and lumber industry because I have come in contact in a
professional way with the educational work relative to uniform
accounting that is now being accomplished by two associations of
retail coal and lumber dealers within their own membership.
Neither association, however, has yet succeeded in putting such
a plan into effect among its members. It is encouraging, though,
to note that the importance of accurate accounting is being rec
ognized by trade associations and that each member thereof is
being gradually educated to the point where he recognizes the
fact that his system of accounts or lack of system bears a direct
relation to his success or failure.
In comparison with other retailers the coal and lumber dealer
requires a fairly large capital to conduct his business. He needs
considerable space and much equipment both for receiving and
storing his materials and for the delivery of them. As his deal
ings are generally with the householder rather than with the busi
ness man as such he may be taking considerable risk on the col
lection of some of his accounts. A year ago he was under regu
lation by the fuel commissioner as to his receipts and deliveries and
may be again. He suffers as much as if not more than those
engaged in other industries from strikes and uncertain labor con
ditions, and the labor problem is further complicated to him by
the seasonable nature of his wares. With, perhaps, more than the
average difficulties confronting retailers, the coal and lumber
merchant cannot afford inadequate accounting.
Trade associations have done much toward broadening the
minds of business men, particularly in their relations with their
competitors. The business man of to-day realizes that he may learn
or unlearn much from his competitor and that his competitor may
learn much from him—a relation that is mutually advantageous.
This is not the attitude of mind that prevailed some years ago.
Then the members of the same trade or industry, if not exactly
suspicious of each other, apparently felt that the imparting of
knowledge to their competitors detracted from their own store
of that scarce commodity. If that state of mind existed to the
same extent now, the retail coal and lumber dealer would not
derive as much benefit from a uniform system of accounts as
he might. A comparison of unit costs (possible only where
systems of uniform accounting are in effect) leads to an inter
change of ideas, among the members, which is bound to prove
119
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beneficial to many. The benefits accruing therefrom would ulti
mately reach the consumer.
It may be argued that the price charged for coal in any district
is about the same by each dealer in that district, that about a year
ago the rate to the consumer was determined by the fuel com
missioner and that the individual retailer could not influence the
price one way or another no matter how well he knew his costs.
Let us suppose the unregulated price of coal, as charged by
all retailers in a particular district, is substantially the same. It
is probable that most of the dealers are following the lead of
one or two without question as to whether the rate has been de
termined scientifically or not. Even though the prices charged by
the leaders are fair to themselves and allow a reasonable profit,
the same prices charged by another retailer may be suicidal or un
necessarily high. If this particular dealer calculated on the basis of
his own costs a price which was so much higher than his com
petitors’ that his sales suffered, he would naturally endeavor to
ascertain in what respects his business was less economically ad
ministered. If the price so determined was much lower than
his competitors’ he should make sure that he was not omitting
from his calculations of costs items of expense such as bad debts,
depreciation, etc., which, although not paid in cash, are neverthe
less real expenses.
The fact that the fuel commissioner arranged prices covering
certain districts is not an argument against the dealer’s knowing
his costs and having accounts uniform with the other dealers—
indeed, it is an argument in favor of such accounts. How did the
fuel commissioner of a certain territory arrange the price of
coal for that territory? He procured figures of costs from the
dealers themselves and from this information determined the
selling price. It was required that all the dealers submit costs
per ton, made up of cost of coal at dock, handling charges,
degradation, delivery expense, wages, salaries, rent, depreciation
and all other expenses, but the items entering into each expense
classification were left to the interpretation of the individual
dealer.
Now, remember that these dealers had not a uniform
accounting system. What was the result? Some dealers knew
how to ascertain the cost of degradation, i. e., loss in weight or
conversion of one class of coal into a smaller and cheaper grade;
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others did not. Some included as part of their delivery expense
the depreciation on their trucks; others included such depreciation
in depreciation on plant account and some ignored it completely;
no two could be said to agree on the same rate. Some were able
to calculate approximately the difference in delivery cost between
coal delivered by chuting and coal carried. If the dealer operated
under the corporate form his salary as an officer was included
as expense; the dealer operating as a single proprietor or one
of a co-partnership received no salary as such, and no salary was
included in the expenses submitted. Some rented their yards;
others owned them. Rent was included in the one case but not
in the other—and so on. One can see from this how onerous
the duties of fuel commissioner must have been, and, no matter
how careful was his investigation, the price as finally determined
from the average of the figures submitted necessarily worked a
hardship in some cases.
As a matter of fact, we know that under normal conditions the
retail price of coal and lumber varies, even in the same locality.
If the prices are ever to come down it will be because one dealer
can afford to charge lower rates than his competitors—not be
cause he does. It is important to the public that the dealer charg
ing the lower rate should at the same time make a fair profit, for
price-cutting that has not a sound basis is dangerous to the con
sumer as well as to the trade. I believe that, following the gen
eral adoption by coal and lumber retailers of a plan of uniform
accounting, intelligent competition would be one of the important
results. All competition is not intelligent. I have said before
that the ultimate consumer pays all the bills—unintelligent com
petition leaves many unpaid bills in its wake. By intelligent com
petition I mean reductions in rates brought about by economical
administration.
Uniform accounting does not mean that each dealer should
keep exactly the same accounts as his competitor, with no latitude
to cover the needs peculiar to each one. It does mean, however,
a thorough understanding of the items to be included under each
expense classification, so that, from the accounts of each, operat
ing costs may be prepared under classifications of expense that
do not mean one thing for one dealer and something different
for another. Briefly, the accounts of each should speak the same
language.
To ensure to the dealer and his public all the benefits result121
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ing from a system of uniform accounting, the trade association
should require every member to compile, periodically, operating
costs per ton spread over stated expense classifications. These
unit prices should be compared and discussed at the meetings of
the association.
For instance, when the delivery unit per ton for one dealer
is read all the others know that every kind of expense they have
included under that classification is embodied therein. Any real
variation existing then between the dealers on this unit im
mediately raises an interesting and educational discussion as to
the reason therefor. One dealer may have a large number of
customers for whom coal can be chuted—his delivery rate per
ton should be less than the one who has to carry most of his
deliveries. It might be possible to use this information to de
termine for a special district a fair charge for carrying. Some
interesting comparisons might be made, also, of the cost of de
livery by motor or by horse-drawn trucks.
A comparison of unit costs under a uniform accounting plan,
as read at an association meeting, removing from the minds of
the retailers, as it would, any uncertainty as to what might be
contained in the corresponding expense classifications of their
competitors, presents an opportunity for really constructive work.
Still confining ourselves to the classification “delivery ex
pense,” it may be found that a wide variation exists in this unit
between two dealers in the same district with approximately the
same tonnage handled and other circumstances almost equal.
The retailer with the higher cost can investigate his delivery ex
pense until he discovers the particular item or items that are
responsible. Having found the items that are high he can then
investigate the cause. He may. find that his competitor has the
knack of handling his employees so that he receives from them
the maximum of service; or that his competitor has a lower motor
maintenance cost because he takes some practical precautions in
the care of his trucks; or that his competitor plans his routing
scientifically, whereas his own methods are haphazard. If, as a
result of this investigation, the retailer with the higher delivery
cost takes to himself the lessons he has learned and improves his
delivery methods, who will say that he is the only one to derive
benefit therefrom? Let us not forget who it is that pays for the
mistakes of the retailer in every line of industry.
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